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of 15th December 1919, which prescribed that the actual maxi-
mum fiduciary circulation in any year should become the per-
missible maximum for the following year. That was the device
that the Cunliffe Committee itself had suggested. The Govern-
ment would have a free hand at any time to make what progress
it could towards reducing the uncovered issue of notes, but,
having once taken a step forward, it would maintain whatever
ground was gained.

Since further inflation was bound to lead to an increased
note circulation, this measure was generally regarded as a
signal that inflation was to be stopped. The Treasury Minute
was no more than an administrative act with no statutory
validity, but it was accepted as an expression of the Govern-
ment's intentions.

The exchange on the United States improved in March and
April 1920, but the rise of the price level was continuing. In
April bank rate was raised to 7 per cent, and the treasury bill
rate to 6J. The following month saw a distinct drop in the
price level, and the exchange on New York averaged $3.95.

But thereupon the Federal Reserve Banks raised their redis-
count rates and started a reaction in the American price level
which was to continue with unprecedented severity, along with
the inevitable accompaniments of trade depression and unem-
ployment, till the latter part of 1921.

British monetary policy was now concentrated on restoring
the pound to gold parity and re-establishing the gold standard.
It would have been easy to keep the pound at parity in 1919
when gold was depreciating in terms of wealth. It would
perhaps have been wise at that time to follow the course taken
by several neutral countries during the War, to suspend the free
coinage of gold and the purchase of gold by the Bank of England,
so that the paper pound could rise to a premium over gold parity.
(India avoided much of the dislocation arising from the depre-
ciation of gold by letting the rupee rise about 50 per cent, above
its former gold par value.)

But in the conditions of 1920-1, when gold was rapidly
appreciating, a great effort was required even to keep pace with